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standards established by Fannie Mae,
Freddie Mac, FHA, or the VA.

(2) Mortgage loan transactions will
be subject to the requirements of the
1994 National Flood Insurance Reform
Act to determine if the dwelling is lo-
cated in a Special Flood Hazard Area
(SFHA).

(3) On an as needed basis, lenders and
loan applicants will assist Rural Devel-
opment in obtaining such information
as Rural Development needs to com-
plete its environmental review and to
cooperate in the resolution of environ-
mental problems.

(4) Lenders will become familiar with
Agency environmental requirements,
so they can advise applicants and re-
duce the probability of unacceptable
applications being submitted to Rural
Development.

(5) The lender must comply with Fed-
erally mandated flood insurance pur-
chase requirements. Existing dwellings
in a SFHA are not eligible under the
SFHGLP unless flood insurance
through the FEMA National Flood In-
surance Program (NFIP) is available.
The lender will require the borrower to
obtain, and maintain for the term of
the mortgage, flood insurance for any
property located in a SFHA, listing the
lender as a loss payee.

(6) The borrower must obtain, and
continuously maintain for the life of
the mortgage, flood insurance on the
security property in an amount suffi-
cient to protect the property securing
the guaranteed loan. Flood insurance
policies must be issued under the
NFIP, or by a licensed property and
casualty insurance company author-
ized to participate in NFIP’s ‘‘Write
Your Own’’ program.

(7) Rural Development, will not guar-
antee loans for new or proposed homes
in an SFHA unless the lender obtains a
Letter of Map Amendment (LOMA)
that removes the property form the
SFHA or Letter of Map Revision
(LOMR) that removes the property
from the SFHA or obtains a FEMA ele-
vation certificate that shows that the
lowest habitable floor (including base-
ment) of the dwelling and all related
building improvements is built at or
above the 100 year flood plain elevation
in compliance with the NFIP.

§3555.8

§3555.6 State and local law.

Lenders will comply with applicable
State and local laws and regulations,
including the laws of American Indian
tribes. Supplemental guidance will be
issued in the case of any conflict with
or significant differences from provi-
sions of this part.

§38555.7 Exception authority.

The Administrator of the Agency, or
a designee, may make an exception to
any requirement or provision of this
part or to address any omissions in this
part, when the Administrator, or des-
ignee, determines that application of
the requirement or failure to take ac-
tion would adversely affect the Govern-
ment’s interest. Any exception must be
consistent with the authorizing statute
and other applicable laws.

§3555.8 Conflict of interest.

(a) Applicant or borrower responsibility.
The applicant or borrower must dis-
close to the lender any prohibited rela-
tionship or association with any Rural
Development employee, and the lender
must disclose that information to
Rural Development.

(b) Lender responsibility. The lender
must disclose to Rural Development
any prohibited relationship or associa-
tion it, or any of its employees, has
with any Rural Development employee.

(c) Prohibited relationships and associa-
tions. Prohibited relationships and as-
sociations include the following:

(1) Immediate family members, in-
cluding parents and children, whether
related by blood or marriage;

(2) Close relatives, including grand-
mother, grandfather, aunt, uncle, sis-
ter, brother, niece, nephew, grand-
daughter, grandson, or first cousin,
whether related by blood or marriage;

(3) Any household residents;

(4) Immediate working relationships,
including coworkers in the same office,
subordinates, and immediate super-
visors; and

(5) Close business associations, in-
cluding business partnerships, joint
ventures, or closely held corporations.

(d) Result of disclosure. Disclosure of
prohibited relationships and associa-
tions under this section will not nec-
essarily result in applicant, borrower
or lender ineligibility. Disclosures may
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§3555.9

result in reassignment with regard to
the loan guarantee in question so that
no prohibited relationships or associa-
tions exist between the Rural Develop-
ment employees responsible for loan
guarantee transactions and lenders,
borrowers, or applicants.

§3555.9 Enforcement.

Rural Development will take such ac-
tions as are appropriate and necessary
to enforce the provisions of these regu-
lations. Such actions will include, but
not be limited to, reduction of the loss
claim payment; termination of a lend-
er’s or servicer’s participation in the
SFHGLP; suspension and debarment of
participation in this or other Federal
programs; and, any other appropriate
administrative, civil, or criminal ac-
tions as allowed by law. Rural Develop-
ment may assess civil monetary pen-
alties pursuant to Section 543 of the
Housing Act of 1949, 42 U.S.C. 1409s(b).

§38555.10 Definitions
tions.

The definitions and abbreviations in
this section apply to this part.

Acceleration. Demand for immediate
repayment of the entire balance of a
debt if the covenants in the promissory
note, assumption agreement, or secu-
rity instruments are breached.

Adjusted annual income. Income from
all household members who live or pro-
pose to live in the dwelling as their pri-
mary residence for all or part of the en-
suing 12 months. Adjusted annual in-
come is used to determine whether an
applicant is income-eligible for a guar-
anteed loan, or interest assistance, if
applicable. Adjusted annual income
provides for deductions to account for
varying household circumstances and
expenses. See §3555.152(c) for a com-
plete description of adjusted annual in-
come.

Agency. The Rural Housing Service of
the U.S. Department of Agriculture,
Rural Development.

Agency employee. Any employee of the
Rural Housing Service, or any em-
ployee of the Rural Development mis-
sion area who carries out SFHGLP
functions.

Alien. See ‘“‘Qualified alien.”

Amortication. A gradual reduction of
the mortgage debt through equal

and abbrevia-
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monthly principal and interest pay-
ments sufficient to fully repay the un-
paid principal balance over the mort-
gage term.

Amorticed payment. Equal monthly
payments under a fully amortized
mortgage loan that provides for the
scheduled payment of interest and
principal over the term of the loan.

Annual fee. A periodic amount that is
based on the average annual scheduled
unpaid principal balance of the loan
and is paid by the servicing lender to
Rural Development on an annual basis
for issuance of a Loan Note Guarantee.
The fee may be passed on to the bor-
rower and included in the monthly
mortgage payment of a borrower and is
used when calculating payment ratios.

Annual income. The income of all
household members calculated accord-
ing to §3555.152(b). Annual income is
used to determine adjusted annual in-
come in §3555.152(c) for program eligi-
bility purposes.

Applicant. An individual applying to
a lender for a guaranteed loan.

Area median income. The median in-
come in a specific locality, typically a
county or Metropolitan Statistical
Area (MSA), as determined by the De-
partment of Housing and Urban Devel-
opment.

Assumption. A method of selling real
estate wherein the property purchaser
accepts the liability for payment of an
existing mortgage.

Borrower. An individual obligated to
repay the loan guaranteed under the
Guaranteed Rural Housing loan pro-
gram.

Combination construction and perma-
nent loan. A guaranteed loan on which
the Rural Development guarantee be-
comes effective at the time construc-
tion of an eligible single family hous-
ing project begins.

Community land trust. A private non-
profit community housing development
organization that is established to ac-
quire parcels of land, held in per-
petuity, primarily for conveyance
under long-term ground leases. See sec-
tion 502(a)(3)(B) of the Housing Act of
1949, 42 U.S.C. 1472(a)(3)(B), as amended.

Conditional commitment. Rural Devel-
opment’s agreement that a proposed
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